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SUBJECT: A-37B AND F-5E SALES TO ECUADOR 

REFS: (A) QUITO 5284; (B) SECDEF 665U161250Z AUG 74) 

1. IN LIGHT OF INFORMATION CONTAINED REFTELS FOLLOWING 
GUIDANCE MAY BE USEFUL TO EMBASSY IN CONNECTION WITH PRO- 
POSED AIRCRAFT PURCHASES: ROBERT MCADAM, NORTHROP REPRE- 
SENTATIVE, RECENTLY RETURNED FROM QUITO, REPORTS TO DOD 
THAT HE BELIEVES GOE MIGHT RAISE QUESTION OF FMS CREDIT 
FINANCING FOR BOTH A-37B AND F-5E BEFORE GOE ACCEPTS 
LETTERS OF OFFER. WE HAD NO PREVIOUS INDICATION THAT FMS 
CREDIT WAS TO BE INVOLVED IN SALES, AND BELIEVE THAT EMBASSY 
SHOULD BE AWARE OF THE FOLLOWING, SHOULD GOE RAISE CREDIT 
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COUNTRIES IS NO MORE THAN A REQUEST; THE BILL IS NOW UNDER 
CONSIDERATION BY APPROPRIATE CONGRESSIONAL COMMITTEES. 
PENDING ENACTMENT OF LEGISLATION, WE CANNOT CONSIDER ANY 
REQUEST FOR FY 75 CREDIT FUNDING. MOREOVER, SHOULD ECUADOR 
DESIRE TO MAKE F-5E PURCHASES ON FMS CREDIT BASIS, SECTION 
4 OF THE FOREIGN MILITARY SALES ACT, AS AMENDED, WOULD 
REQUIRE A PRESIDENTIAL DETERMINATION OF ECUADOR'S ELIGIBI- 
LITY TO PURCHASE JET AIRCRAFT ON FMS CREDIT. 

2. FYI. IF AND WHEN FY 75 CREDIT FUNDS BECOME AVAILABLE, 

IT IS POSSIBLE THAT SUCH FUNDS COULD BE APPLIED TO ACQUIRE 
AIRCRAFT. HOWEVER, AS NOTED ABOVE, THIS COULD REQUIRE A 
PRESIDENTIAL DETERMINATION THAT THE PURCHASE OF SUCH AIR 
CRAFT BY ECUADOR WERE IMPORTANT TO THE SECURITY OF THE U.S. 
GIVEN THE UNCERTAINTIES REGARDING FY 75 CREDITS AND CONGRES- 
SIONAL SENSITIVITIES TOWARD THE USE OF FUNDS, THIS ISSUE 
SHOULD NOT BE RAISED WITH THE GOE. IF THE GOE SHOULD IN- 
QUIRE ABOUT CREDIT FUNDING FOR F-5E OR A-37B PURCHASES, 
EMBASSY SHOULD STATE THAT NO CONSIDERATION CAN BE GIVEN TO 
CREDIT FINANCING PRIOR TO PASSAGE OF FY 75 LEGISLATION. 

END FYI. KISSINGER 
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